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In September, real estate activity continued the 
REAL ESTATE ACTIVITY steady improvement that began in July. Our na- 

tional index has now risen to 22.5 points above 
the long-term normal, compared with a reading of 16.3 a year ago, and 10.6 in 
January. The improvement has been general geographically, as three-fourths 
of the cities reporting to us show activity higher than in September 1953. 


Activity will continue to be good for at least the next few months. The new 
housing law which eased terms on the purchase of both new and old houses will 
bring a large number of families into the market. 


Last month we reported that our mortgage ac- 
REAL ESTATE tivity index had reached a new postwar high by 
MORTGAGE ACTIVITY rising to 218.3. In September, it rose higher 

still, and is now perched substantially and com- 
fortably at 225.3. The outlook for the next few months is certainly good. Real 
estate activity and home construction are moving up and buyers’ financing re- 
quirements are becoming larger and for longer periods. 


There is, however, one sign that housing credit is stretching pretty thin. 
The Home Loan Bank Board reports that foreclosures* have continued their in- 
crease, and analysis of these figures reveals that foreclosures have also reached 
a postwar high. Prior to 1954, the postwar high was 21, 537 foreclosures in 
1950. That record was almost equaled last year with 21,473. Now comes 1954, 
and the record for the first 6 months is 23% ahead of the similar 1953 period, 
and 13% ahead of that of 1950. There seems no doubt that 1954 foreclosures will 
exceed those of 1950. 


Although the foreclosure rate is still comfortably low and the totals do not 
compare with prewar levels (75, 556 in 1940), it is still disquieting to find them 
increasing steadily in the face of our unprecedented prosperity. 


It also makes us wonder as to the wisdom of the new housing bill in liberalizing 
(cont. on page 421) 





*Excluding voluntary deeds in lieu of foreclosure and defaults on sales contracts. 
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(cont. from page 419) 
credit to the present extent. * One might even go so far as to say that since the 
Government has so little regard for the taxpayers’ money, the lenders now have 
a moral responsibility to make only prudent loans in order to safeguard that money 
as well as the money of their depositors. 


The table below shows that the interest rate in 12 
INTEREST RATES major cities at last halted its decline of the 
past 6 months. 





AV ERAGE INTEREST RATE OF RECORDED MORTGAGES 
IN 12 MAJOR CITIES OF THE UNITED STATES 


March 1952 4.998% 


March 1953 5. 007 


January 1954 
February 1954 
March 1954 
April 1954 
May 1954 

June 1954 

July 1954 
August 1954 
September 1954 


. 187 
. 240 
197 
173 
151 
114 
. 089 
. 082 
. 107 


gogagawawcaici o 


The first three quarters of this year have aver- 
RESIDENTIAL aged slightly better than 100, 000 nonfarm resi- 
CONSTRUCTION VOLUME dential starts per month. Through September, 

builders had put 906,500 units under way, or 
4.6% ahead of the total for the same period in 1953. The September total of 
114,000 starts was the best for that month since 1950, and ran almost 20% ahead 
of the total for September 1953. There seems little doubt that 1954, aftera 
rather inauspicious beginning, will be the second best year in home building 
history. Moreover, the outlook for 1955 is for a continued high level. 


About the only factor working for lower or sta- 
RESIDENTIAL ble construction costs is competition among the 
CONSTRUCTION COSTS builders. We doubt that this will be enough to 

overcome recent wage increases in the building 
trades and the inflationary factors of the new housing bill. The probabilities, 
therefore, favor some small but continuing increases in construction costs. 


(cont. on page 425) 





*See Roy Wenzlick’s “As I See The Socialization of Credit,” October 22, 1954. 
Volume XXIII, Number 45. 
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REAL ESTATE SALES PRICE COMPARISONS IN SEPT. 1954 


330 


With preceding 
month 


—13% 


REAL ESTATE SALES PRICE INDEX 


With same month 


preceding year ! ! 


Selling Probable selling 


price of a house 
0 O % ate — that sold for 


$5, 000 in 1939 
1939 100.0 $ 5,000 


Jan. ’ 287.0 14, 350 
Apr. "5: 290.0 14, 500 
June '5: 300.0 15, 000 
Aug. '53 301.6 15, 080 
With peak (October po 300.0 15, 000 
1951 and June 1952) Apr.’ 293.0 14, 650 


a June ’ 300.0 15, 000 

v ’ 
—45% Aug. ’ 300.0 15, 000 
Sept.’ 296.0* 14, 800° 


*Preliminary. 


(cont. from page 421) 

For the first time in several months, our resi- 
REAL ESTATE dential sales price index turned down. After 
SALES PRICES leveling off at the 300 mark for the summer 

months, it dipped to 296 for September. Trans- 
lated into dollars, it means that a house that sold for $15,000 in June, July and 
August sold for $14, 800 in September. This is about in line with the August-to- 
September price drop that occurred in 1952 and 1953. 


Were it not for the new housing bill, we would expect a slide in real estate 
sales prices. Prices of new homes had stabilized and the price on older ones 
was dropping slowly. Now, however, the more liberal terms guaranteed by the 
Government will start construction costs up and slow the drop in price on older 
homes. In some cases you can look for the prices on older homes to rise, par- 
ticularly on those that can be most favorably financed. 


A great deal has been written about the market 
THE MARKET FOR for GI loans. Most of it, however, has dealt 
GI LOANS with the availability of funds for loans to veter- 

ans. We have never before seen an analysis of 
the availability of veterans for the loans. 
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On pages 422 and 423 of this bulletin is a map showing the various Veterans 
Administration regions (outlined in red) of the United States and the name of the 
city in which the regional office is located. The table on page 424 shows the 
number of eligible veterans in each region, and the number and percent that have 
received home loans through August 25, 1954. Perhaps more significant, this 
table also shows the number that have not yet availed themselves of their loan 
opportunity. The totals in this table show that of the 17, 133, 000 eligible veterans, 
3,410, 300 (19. 9%) have received home loans through August 25, 1954. 


There is a wide variation from region to region in the percentage of eligible 
veterans that have received home loans. The range is from a high of 35.9% in 
the Miami region to a low of 7. 8% in the Fargo, North Dakota, region. There 
appears to be no geographic explanation for these differences since both high-rank- 
ing and low-ranking regions are scattered over the country. 


Veterans Administration home loan activity has been negligible outside the 
Continental United States, as can be seen below. 


Eligible VA home Percent 
veterans loans of total 


Juneau, Alaska 11, 000 243 2. 
Honolulu, Hawaii 46, 000 4, 136 9. 
5. 


San Juan, Puerto Rico 66, 000 3,927 














